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SUBJECT: ECONOMIC COMMENT ON JAMAICA’S DEVALUATION 
REF: A. KINGSTON 0326; B. KINGSTON 0327 

1. AS REPORTED IN REP A, THE GOJ ANNOUNCED ON JANUARY 13 

A DEVALUATION OP THE JAMAICAN DOLLAR. THE ’’BASIC" RATE WAS 
CHANGED PROM USSI.OO EQUALS J$0.9I TO USSI.OO EQUALS J$L05 
13.5 PERCENT), WHILE THE "SPECIAL" RATE WAS CHANGED PROM USSI.OO 
EQUALS 

JAMAICA J$L28 TO USSI.OO EQUALS J$L35 (5 PERCENT). 

2. THIS IS THE THIRD DEVALUATION OVER A NINE- 

MONTH PERIOD, BUT IS THE FIRST TIME THAT THE BASIC RATE 
(RESERVED FOR IMPORTATION OF ESSENTIAL POODSTUFPS AND RAW 
MATERIALS) HAS BEEN ALTERED. THE CUMULAAIVE DEVALUATION OF 
THE SPECIAL RATE SINCE LAST APRIL IS NOW 33 PERCENT (PROM 
JSI.OO EQUALS USSl.IO TO JSI.OO EQUALS USS0.74). 

CONPIDENTIAL 

CONPIDENTIAL 

PAGE 02 KINGST 00349 I62246Z 


3. THESE SUCCESSIVE DEVALUATIONS REELECT BOTH THE 
CONTINUED SERIOUSNESS OF THE COUNTRY’S BALANCE OP PAY- 
MENTS PROBLEM AND THE GOVERNMENT’S WILLINGNESS TO MOVE 
IN THE DIRECTION URGED BY THE IMP. THE LATEST UNOPFICIAL AND 
VERY TENTATIVE FIGURES GIVEN BY BANK OP JAMAICA TO EMBASSY ECONOMIC 
OPFICER INDICATE THAT THE BALANCE OP PAYMENTS DEFICIT FOR 1977 
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MAY BE IN THE ORDER OF J$90 MILLION AT THE BASIC RATE 
(EQUAL TO US$99 MILLION) COMPARED WITH AN F ART , TER PRO- 
JECTION J$50 MILLION. THE CHANGE IN FOREIGN EXCHANGE 
RESERVES IN 1977 IS ESTIMATED AT A MINUS J$36 MILLION, 
COMPARED WITH A HOPED-FOR INCREASE OF J$30 MILLION 
(KINGSTON 7075). 

4. GIVEN THE MAGNITUDE OF THE BALANCE OF PAYMENT 
DEFICIT AND THE FACT THAT THE US DOLLAR IS CURRENTLY 
BEING TRADED ON THE BLACK MARKET AT ABOUT J$2.50 TO 
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US$1, WE DOUBT THAT THIS LATES DEVALUATION WILL 
PROVE SUFFICIENT. IT MAY WELL HAVE TO BE FOLLOWED 
BY OTHERS. IT DOES, HOWEVER, REDUCE THE GAP BETWEEN 
THE "BASIC" AND "SPECIAL RATES" AND THUS MOVE IN THE 
SINGLE RATE DIRECTION URGED BY THE IMF. 

5. TECHNICALLY, A SINGLE AND MORE SUBSTANTIAL 
DEVALUATION UNDERTAKEN LAST JULY TO COINCIDE 
WITH THE NEGOTIATIONS OF THE IMF STANDBY AGREEMENT 
AND THE ANNOUNCEMENT OF THE PARALLEL ECONOMIC 
ASSISTANCE PACKAGES WOULD HAVE BEEN FAR PREFERABLE 
TO PIECEMEAL DEVALUATION. THE LAST TWO DEVALUA- 
TIONS WERE BOTH MINOR, AT LEAST AS FAR AS THE SPECIAL 
RATE IS CONCERNED, AND ARE THUS UNLIKELY TO CONTRI- 
BUTE IMPORTANTLY TO THE REDUCTION OF THE BALANCE OF 
PAYMENTS DEFICIT. MOREOVER, A SERIES OF DEVALUATIONS 
INEVITABLE GIVES RISE TO EXPECTION OF FURTHER DE- 
VALUATIONS AND THUS STIMULATES UNCERTAINTY, SPECULA- 
TION AND CAPITAL FLIGHT. THE GOJ WAS NO DOUBT AWARE 

OF THESE CONSIDERATIONS, BUT REJECTED THE ALTERNATIVE OF 
A SINGLE SUBSTANTIAL DEVALUATION OWING TO ITS SOCIAL 
AND POLITICAL IMPLICATIONS. 

6. AS REPORTED IN REF B, THE GOJ ADMITS TO FAILURE 

TO MEET ONLY ONE OF THE IMF TARGETS (DOMESTIC ASSETS 
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OE THE BANK OE JAMAICA). WE UNDERSTAND THAT IT 
ALSO EAILED TO MEET THE TARGET RE CHANGE IN NET 
EOREIGN EXCHANGE RESERVES (LARGELY AS A RESULT OE 
CANCELLATION OE THE PROMISED LOAN FROM TRINIDAD AND 
TOBAGO) AS WELL AS THAT ON WAGE GUIDELINE. 

7. THE DEVALUATION PROVIDED THE GOVERNMENT WITH THE 
OPPORTUNITY TO SIGNIEICANTLY INCREASE THE PRICE OE 
SOME BASIC COMMODITIES THAT WERE PREVIOUSLY SUB- 
SIDIZED AT GREAT COST TO THE GOVERNMENT THROUGH SALE 
AT THE BASIC RATE. THE GOVERNMENT HAS JUST ANNOUNCED 
A 14 PERCENT TO 15 PERCENT INCREASE IN THE PRICE OE GASOLINE AND A 
21 PERCENT INCREASE IN THE PRICE OE COOKING GAS WHICH WILL 
CONTRIBUTE TO TAX REVENUES AND PROVIDE SOME RE- 
SOURCES EOR GOJ PROGRAMS TO CUSHION THE ADVERSE IMPACT 
OP THE DEVALUATION ON LOWER INCOME GROUPS. 

IRVING 


CONPIDENTIAL 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: DEVALUATIONS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 16 jan 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978KINGST00349 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D780023-0857 

Format: TEL 
From: KINGSTON 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1 97801 60/aaaabynp.tel 

Line Count: 192 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 

Message ID: f79763e3-c288-dd1 1 -92da-001 cc4696bcc 

Office: ACTION ARA 

Original Classification: CONFIDENTIAL 

Original Handling Restrictions: n/a 

Original Previous Classification: n/a 

Original Previous Handling Restrictions: n/a 

Page Count: 4 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: 78 KINGSTON 326, 78 KINGSTON 327 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 29 mar 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3770786 
Secure: OPEN 
Status: NATIVE 

Subject: ECONOMIC COMMENT ON JAMAICAVS DEVALUATION 
TAGS: EFIN, JM 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/f79763e3-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



